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OATH OR AFFIRMATION

William OConnor swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

OConnor Company Securities Inc as

of December 31 201Z are true and correct further swear or affirm that

neither the company nor any partner pruprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

None

Signature

Title

SE GkU
Notary Public
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Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule l5c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation
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report describing any material inadequacies found to exist or found to have existed since the date of the previous audit
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Report of Independent Auditor

Board of Directors

OConnor Company Securities Inc

Newport Beach CA

Report on the Financial Statements

have audited the accompanying statement of financial condition of OConnor Company Securities

Inc as of December 31 2012 and related statements of income changes in shareholders equity and

changes in financial condition for the year then ended that are ified pursuant to Rule 7a-5 under the

Securities Exchange Act of 1934 and the related notes to the financial statements These financial

statements are the responsibility of OConnor Company Securities Inc.s management

Managements Responsibifity for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America this includes

the design implementation and maintenance of internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatement whether due to fraud or

error

Auditors Responsibility

My responsibility is to express an opinion on these financial statements based on myaudit conducted

my audit in accordance with the standards of the Public Company Accounting Oversight Board United

States Those standards require that plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or

error In making those risk assessments the auditor considers internal control relevant to the Companys

preparation and fair presentation of the financial statements in order to design audit procedures that are

appropriate in the circumstances but not for the purpose of expressing an opinion on the effectiveness of

the Companys internal control Accordingly express no such opinion An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management as well as evaluating the overall presentation of the

financial statements



Board of Directors

OConnor Company Securities Inc

Page

believe that the audit evidence have obtained is sufficient and appropriate to provide basis for my
audit opinion

Opinion

In my opinion the fmancial statements referred to above present fairly in all material respects the

financial position of OConnor Company Securities Inc as of December 31 2012 and the results of

its operations and its changes in fmancial position for the year ended in accordance with accounting

principles generally accepted in the United States of America

Other Matter

My audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The infonnation contained in Schedules 111 and ifi is presented for purposes of additional

analysis and is not required part of the basic financial statements but is supplementary information

required by Rule 17a-5 under the Securities and Exchange Act of 1934 Such information is the

responsibility of management and was derived from and relates directly to the underlying accounting

and other records used to prepare the financial statements The information in Schedules II and ifi has

been subjected to the auditing procedures applied in the audit of the financial statements and certain

additional procedures including comparing and reconciling such information directly to the underlying

accounting and other records used to prepare the financial statements or to the financial statements

themselves and other additional procedures in accordance with auditing standards generally accepted in

the United States of America In myopinion the information in Schedules 111 and ifi is fairly stated in

all material respects in relation to the basic financial statements taken as whole

Elizabeth Tractenberg CPA
Los Angeles CA
February 102013



OConnor Company Securities Inc

Statement of Financial Condition

December 31 2012

Assets

Cash

Checking 62916

Payroll checking 3977

Clearing brokers 23.691 90584

Due from clearing broker 302355

Inventory bonds 1687367

Secured demand note receivable 600000

Prepaid expenses 13095

Property and Equipment at cost net of accumulated

depreciation of $3927 1977

Security deposits 4.309

Total Assets 2.699687

Liabilities and Shareholders Equity

Liabilities

Accounts payable and accrued expenses 22002

Accrued commissions 138579

Due to clearing broker inventory 1696101

Interest payable subordinated notes 10.500

Liabilities 1867182

Liabilities subordinated to claims of general creditors 600000

Shareholders Equity

Common stock $5 par value 100000 shares

authorized 26600 shares issued and

outstanding 133000

Paid-in capital 1000

Retained earnings 98.505 232.505

Total Liabilities and Shareholders Equity 2.699.687

See Accompanying Notes to Financial Statements



OConnor Company Securities Inc

Statement of Income

For the Year Ended December 312012

Revenues

Trading income 55610

Underwriting revenue 1451470

Gains and loss on inventory 4.198

Total Revenues 1502882

Expenses

Auto expense 15867

Clearing expenses 64231

Commissions 755695

Depreciation 843

Donations 12275

Dues and subscriptions 3430

Insurance 44178

Interest expense 48666

Office expense 12654

Professional fees 46875

Quotation service 39725

Regulatory fees 16168

Rent 28707

Salaries and wages 324563

Travel and entertainment 33629

All other expenses 8.342

Total Expenses 1.455.848

Income before income taxes 47034

Income tax provision 800

Net Income 46.234

See Accompanying Notes to Financial Statements



OConnor Company Securities Inc

Statement of Liabilities Subordinated to the Claimsof Creditors

December 31 2012

Balance Balance

Dec.31.2011 Additions Deletions Dec.31.2012

William OConnor

7% interest payable monthly

principal due March 2014 300000 300000

Kenneth Louise Caresio Living Trust

7% interest payable quarterly

principal due May 31 2012 300.000 300.000

Total 600.000 600.000

See Accompanying Notes to Financial Statements



OConnor Company Securities Inc

Statement of Changes in Shareholders Equity

For the Year Ended December 31 2012

Common

Stock Common Paid-In Retained

Shares Stock Capital Earnings Total

Balance December 31 2011 26600 133000 1000 52271 186271

Net Income ______ 46.234 46.234

Balance December 31 2012 26.600 133.000 1.000 98.505 232.505

See Accompanying Notes to Financial Statements



OConnor Company Securities Inc

Statement of Changes in Financial Condition

For the Year Ended December 312012

Cash Flows from Operating Activities

Net income 46234

Depreciation 843

Changes in operating assets and liabilities

Due from clearing broker 154761

Prepaid interest 3919

Inventory bond 794848
Security deposit 150
Accounts payable and accrued expenses 3891

Accrued commissions 33172
Interest payable

Loans payable bond inventory 803.894

Net cash used by operating activities 124.150

Cash Flows for Investing Activities

Cash Flows from Financing Activities

Net increase in cash 124150

Cash at beginning of year 214.734

Cash at end of year 90.584

Supplemental Cash Flow Information

Cash paid for interest 48.666

Cash paid for taxes 800

See Accompanying Notes to Financial Statements



OConnor Company Securities Inc

Notes to Financial Statements

December 31 2012

Note Organization and Nature of Business

OConnor Company Securities Inc the Company is California corporation incorporated on

November 2007 The Company is registered broker-dealer with the Securities and Exchange

Commission SEC and the Financial Industry Regulatory Authority FINRA Municipal Securities

Rulemaking Board MSRB and the Securities Investor Protection Corporation SIPC

Note Significant Accounting Policies

Basis of Presentation The Companyconducts the following types of business as securities broker-

dealer which comprises several classes of services including

Broker or dealer retailing corporate equity securities over-the-counter

Broker or dealer selling corporate debt securities

Underwriter or selling group participant corporate securities other than mutual funds

Mutual fund retailer

U.S government securities broker

Municipal securities broker

Trading securities for own account

Under its membershipagreement with F1NRA and pursuant to Rule 15c3 iithe Company

conducts business on fully disclosed basis and does not execute or clear securities transactions for

customers Accordingly the Company is exempt from the requirement of Rule 15c3-3 under the

Securities Exchange Act of 1934 pertaining to the possession or control of customer assets and reserve

requirements

Use of Estimates The preparation of financial statements in conformity with U.S generally accepted

accounting principles requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the

financial statements and the reported amounts of revenues and expenses during the reporting period

Actual results could differ from those estimates

Securities Owned Profit and loss arising from all securities and commodities transactions entered into

for the account and risk of the Company are recorded on trade date basis

Commissions Commissions and related clearing expenses are recorded on trade-date basis as

securities transactions occur

Income Taxes The Company has elected to be taxed under the provisions of subchapter of the

Internal Revenue Code and comparable State of California statutes wherein the Companys taxable

federal and state income is taxed directly to the shareholder Additionally the state of California

imposes 1.5% state franchise tax on the corporations taxable income



OConnor Company Securities Inc

Notes to Financial Statements

December 31 2012

Note Significant Accounting Policies continued

Depreciation Depreciation is provided on straight-line basis using estimated useful lives of five to

ten years Leasehold improvements are amortized over the lesser of the economic useful life of the

improvement or the term of the lease

Statement of Changes in Financial Condition The Company has defined cash equivalents as highly

liquid investments with original maturities of less than three months that are not held for sale in the

ordinary course of business

Note Fair Value

FASB ASC 820 defInes fair value establishes framework for measuring fair value and establishes

fair value hierarchy which prioritizes the inputs to valuation techniques Fair value is the price that

would be received to sell an asset or paid to transfer liability in an orderly transaction between market

participants at the measurement date fair value measurement assumes that the transaction to sell the

asset or transfer the liability occurs in the principal market for the asset or liability or in the absence of

principal market the most advantageous market Valuation techniques that are consistent with the

market income or cost approach as specified by FASB ASC 820 are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into

three broad levels

Level inputs are quoted prices unadjusted in active markets for identical assets or

liabilities the Company has the ability to access

Level inputs are inputs other than quoted prices included within level that are

observable for the asset or liability either directly or indirectly

Level inputs are unobservable inputs for the asset or liability and rely on managements

own assumptions about the assumptions that market participants would use in pricing the

asset or liability The unobservable inputs should be developed based on the best

information available in the circumstances and may include the Companys own data

The following table presents
the Companys fair value hierarchy for those assets and liabilities measured

at fair value on recurring basis as of December 31 2012



OConnor Company Securities Inc

Notes to Financial Statements

December 312012

Note 3- Fair Value continued

Fair Value Measurements on Recurring Basis

As of December 312012

Level Level Level Total

Assets

Cash 58393 58393

Clearing deposits 23691 23691

Inventory bonds _______ 1.687.367 ______ 1.687.367

Total 82.084 1.687.367 L769.451

Note Receivable From and Payable to Broker-Dealers and Clearing Organizations

Receivable Payable

Fees and commissions receivable/payable 302355 $0

The Company clears certain of its proprietary and customer transactions through another broker-dealer

on fully disclosed basis

Note 5- Subordinated Borrowings

The borrowings under the subordination agreements at December 31 2012 are listed in the following

Subordinated notes percent due March 2014 300000

Subordinated notes percent due May 31 2015 300000

The subordinated borrowings are with related parties and are available in computing net capital under

the SECs uniform net capital rule To the extent that such borrowings are required for the Companys

continued compliance with minimum net capital requirements they may not be repaid The interest

expense for the year ended December 31 2012 was $42000

Note 6- Concenfration of Credit Risk

The Company is engaged in various trading and brokerage activities in which counter-parties primarily

include broker-dealers banks and other fmancial institutions In the event counter-parties do not fulfill

their obligations the Company may be exposed to risk The risk of default depends on the

creditworthiness of the counter-party or issuer of the instrument It is the Companys policy to review

as necessary the credit standing of each counter-party

10



OConnor Company Securities Inc

Notes to Financial Statements

December 312012

Note Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 15c3-1 which requires the

maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital

both as defined shall not exceed 15 to Rule 15c3-1 also provides that equity capital may not be

withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to At December

31 2012 the Company had net capital of $670553 which was $420553 in excess of its required net

capital of $250000 The Companys net capital ratio was .26 to

Note 8- Income Taxes As discussed in Note 2- Significant Accounting Policies the Company is

subject to 1.5% tax on net mcome over the minimumtax of $800 At December 31 2012 the

Company recorded the minimum franchise tax of $800

Note Clearing Broker Deposit

The Company has an agreement with clearing broker which requires minimum deposit of $100000

Note 10 Exemption from the SEC Rule 15c3-3

OConnor Company Secwities Inc is an introducing broker-dealer that clears all transactions with

and for customers on fully disclosed basis with an independent securities clearing company and

promptly transmits all customer funds and securities to the clearing company which carries all of the

accounts of such customers and maintains and preserves such books and records pertaining thereto

pursuant to the requirements of the SEC Rule 17a-3 and 17a-4 as are customarily made and kept by

clearing broker or dealer

Note 11 Subsequent Events

Management has reviewed the results of operations for the period of time from its year end

December 31 2012 through February 102013 the date the financial statements were available to be

issued and has determined that no adjustments are necessary to the amounts reported in the

accompanying combined financial statements nor have any subsequent events occurred the nature of

which would require disclosure

11



OConnor Company Securities Inc

Schedule Computation of Net Capital Requirements Pursuant

To Rule 15c3-1

December 312012

Computation of Net Capital

Total ownership equity 232505

Plus Subordinated debt 600000

Less Non Allowable assets

Prepaid expenses 13095

Property and equipment net of accumulated depreciation 1977

Securities deposits 4.309 19381

Haircuts

Securities positions 101241
Undue concentration 41.330

Net Capital 670.553

Computation of Net Capital Requirements

Minimum net aggregate indebtedness-

6-2/3% of net aggregate indebtedness 11.405

Minimum dollar net capital required 250.000

Net Capital required greater of above amounts 250.000

Excess Capital 420.553

Computation of Aggregate Indebtedness

Total liabilities 1867182

Less clearance account 1696.101 171.081

Aggregate indebtedness to net capital 0.26

The following is reconciliation of the above net capital computation with the

Companys corresponding unaudited computation pursuant to Rule 179-5d4

Net Capital Per Companys Computation 654756

Reduce accrued expenses 4613

Adjust haircuts 11.184

Net Capital Per Audit 670.553

See Accompanying Notes to Financial Statements

12



OConnor Company Securities Inc

Schedule II Computation for Determination of Reserve

Requirements Pursuant to Rule 15c3-3

As of December 312012

computation of reserve requirement is not applicable to OConnor Company Securities Inc as the

Company qualifies for exemption under Rule 15c3-3 ii

13



OConnor Company Securities Inc

Schedule IH Information Relating to Possession or Control

Requirements under Rule 15c3-3

As of December 312012

Information relating to possession or control requirements is not applicable to OConnor Company

Securities Inc as the Company qualifies for exemption under Rule 15c3-3 ii

14



Elizabeth Tractenberg CPA
3832 SHANNON ROAD

LOS ANGELES CALIFORNIA 90027

323/669-0545 Fai 323/669-4575

elizabethfractenber.net

PCAOB 3621

Part

Report on Internal Control Required by SEC Rule 17a-5g for

Broker-Dealer Claiming an Exemption from SEC Rule 15c3-3

Board of Directors

OConnor Company Securities Inc

Newport Beach California

In planning and performing my audit of the financial statements of OConnor Company Securities

Inc the Company as of and for the year ended December 31 2012 in accordance with auditing

standards generally accepted in the United States of America considered the Companys internal

control over financial reporting internal control as basis for designing my auditing procedures for the

purpose of expressing myopinion on the fmancial statements but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control Accordingly do not express an opinion

on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g of the Securities and Exchange Commission SEC have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that

considered relevant to the objectives stated in Rule 7a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 17a-3a1 and for

determining compliance with the exemptive provisions of Rule 15c3-3 Because the Company does not

carry
securities accounts for customers or perform custodial functions relating to customer securities

did not review the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and

the practices and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates and judgments by management are required to assess the expected benefits and related costs of

controls and of the practices and procedures referred to in the preceding paragraph and to assess whether

those practices and procedures can be expected to achieve the SECs previously mentioned objectives

Two of the objectives of internal control and the practices and procedures are to provide management

with reasonable but not absolute assurance that assets for which the Company has responsibility are

safeguarded against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit the preparation of

financial statements in conformity with generally accepted accounting principles Rule 17a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

15



Board of Directors

OConnor Company Securities Inc

Page

Because of inherent limitations in internal control and the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future

periods is subject to the risk that they may become inadequate because of changes in conditions or that

the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned fimctions to prevent or detect

misstatements on timelybasis signicant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough to

merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there

is reasonable possibility that material misstatement of the Companys fmancial statements will not be

prevented or detected and corrected on timelybasis

My consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses did not identify any deficiencies in internal control and control activities for safeguarding

securities that consider to be material weaknesses as defined previously

understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on my study believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2012 to meet the SECs

objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC and FINRA and other regulatory agencies that rely on Rule 17a-5g under the Securities

Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended to be and

should not be used by anyone other than these specified parties

Elizabeth Tractenberg CPA
Los Angeles California

February 102013

16



Elizabeth Tractenberg CPA
3832 SHANNON ROAD

LOS ANGELES CALIFORNIA 90027

323/669-0545 Fax 323/669-0575

elizabethtractenberE.net

PCAOB 3621

Part ifi

SLPC Supplemental Report Pursuant to SEC Rule 17a-5e

Board of Directors

OConnor Company Securities Inc

Newport Beach California

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments

Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation

SIPC for the year ended December 31 2012 which were agreed to by OConnor Company

Securities Inc and the Securities and Exchange Commission Financial Industry Regulatory Authority

and SIPC solely to assist you and the other specified parties in evaluating OConnor Company

Securities Inc.s compliance with the applicable instructions of the General Assessment Reconciliation

Form SIPC-7

OConnor Company Securities Inc.s management is responsible for the OConnor Company

Securities Inc.s compliance with those requirements This agreed-upon procedures engagement was

conducted in accordance with attestation standards established by the American Institute of Certified

Public Accountants The sufficiency of these procedures is solely the responsibility of those parties

specified in this report Consequently make no representation regarding the sufficiency of the

procedures described below either for the purpose for which this report has been requested or for any

other purpose The procedures performed and my findings are as follows

Compared the listed assessment payments in Form S1PC-7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X- 7A-5 for the year ended December 31

2012 as applicable with the amounts reported in Form SPC-7 for the year ended December 31

2012 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working

papers noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 in the related

schedules and working papers supporting the adjustments noting no differences and

Compared the amount of any overpayment applied to the current assessment with the Form

SIPC-7 on which it was originally computed noting no differences

17



Board of Directors

OConnor Company Securities Inc

Page

was not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly do not express such an opinion Had

performed additional procedures other matters might have come to my attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

Elizabeth Tractenberg CPA
Los Angeles California

February 10 2013

18
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OATH OR AFFIRMATION

William OConnor swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

YConnor Company Securities Inc as

of December 31 2Oj are irue and correct flurther swear oraffirm that

neither the company nor any palmer proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

None

C.L..-LP L._

Title

Notary Public

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net CapitaL

Computation for Determination of Reserve Requirements Pursuant to Rule l5c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

ic Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions ofthisfiling see section 240.1 7a-5e3

I4IINrica LepNtle



CALIFORNIA JURAT WITH AFFIANT STATEMENT GOVERNMENT CODE 8202

ANNE MANSOUR

Commission 1940873

Notary Public California

Orange County

MY Comm Expires JuM 015

Place Notary Seal Above

Subscribed and sworn to or affirmed before me

on this _____ day of AL.L6t 20

Date Month Year

1t

proved to me on the basis of satisfactory evidence

to be the person who appeared before me

and

Name of Signer

proved to me on the basis of satisfactory evidence

to be the who app ared before me

Signature LLtLs_
Signature of Nota Public

OPTIONAL

Though the information below is not required by law it may prove valuable

to persons relying on the document and could prevent fraudulent removal

and reattachment of this form to another document

Further Description of Any Attached Document

RIGHT THUMBPIRINT
OF SIGNER

Top of thumb here

RIGHT THUMBPRINT
OF SIGNER

Top of thumb here

See Attached Document Notary to cross out lines 16 below
See Staternent Below Lines 16 to be completed only by document signer not Notary

Signature of Document Signer No

State of California

County of OOfrkCQ-E

Signature of Document
Signer No if any

by

Name of Signer

Signers Other Than Named Above

02010 National Notary Association NationalNotary.og 1-800-US NOTARY 1-800-876-6827 Item 5910


